The US-China trade war has been considered one of the urgent issues in today's international trade. In fact, this is a trade war where top two largest world economies participate. In this paper, we have made an attempt to describe and explain the motives behind this trade war along with the potential threats, causes and effects for the world economy. Comparative macroeconomic analysis of the involved countries has been also conducted. Possible retaliation of China and other countries to the US' increasing in tariffs on imported goods, protectionism and deficit issues in the US
Introduction
Trade war is an economic conflict when one country attacks another by raising tariffs or trade barriers on imports (Trade War, n/d).
The trade war of the US and China means the ongoing introduction of tariffs on goods traded between these two countries. Once Donald Trump became the US President, the American government nearly immediately imposed tariffs on steel and aluminum imported from China, Canada and the EU countries (Tan, 2018) . It has been commonly stated that the main reason behind these new tariffs on steel and aluminum at the US market was the fact that cheap steel from abroad has interrupted the development of the US steel industry, thus resulting in the loss of many American jobs. Therefore, the country's revenues from this industry also became much lower (Aleem, 2018) . The Americans understand very well that this can be a disadvantage for them in the long run as steel is very important in the nation's infrastructure, it has also become a vital component in economic security of this nation. But when it comes to the case between China and the US specifically, there are also much broader scopes within which these two countries have been competing, this is not just competition about tariffs on goods from China. Still, one of the main reason behind this trade war in question is Trump' protectionism over American industries. Imposing additional tariffs on the goods imported from China is seen as a means of limitation of Chinese products and reduction of the trade deficit between these two countries (Pong, 2018) .
When the US Government announced that they will impose 25% tariff on every 50 billion to 60 billion goods imported from China, including information and communication technologies, aerospace and other machineries, China, in their turn, has also put tariffs on a wide range of the US products, including wine and apples, this has been seen as quite a logical response (Lobosco, 2018) . Later on, the US again announced more tariffs on about 1300 Chinese products, and not just on steel and aluminum. Literary several hours later, China came out with another idea of tariffs' rise --this time on Boeing planes, one of the most important industries for the USA. In this way China was sending the message that they would fight back at any cost against the United States if it keeps to the idea of protectionism. This was the very beginning of what we call now the trade war. Interestingly here, this was is going to have side effects for both involved countries and other third-party countries too, actually.
In a nutshell, Trump's protectionism seems to be the starting point in the economic conflict between China and the US. And today this conflict is surely imposing several very different political, economic and social influences globalwide.
Cause-Effect Analysis of the Trade War
Making use of the classical cause-effect analysis diagram on the current US-China trade war, we can analyze the key factors which have initiated and contributed to this war.
The US Policy of Protectionism
Protectionism means -trying to implement restrictions like tariffs on imported goods to boost a country industry and prevent it from severe foreign competition‖ (Amadeo, 2018) . If we look at the US-China trade war case, imposing tariffs on steel and aluminum means that Trump wants to boost the development of local industry of steel and aluminum production by restricting China imports in the same categories. Trump stated he will impose a 25% tariff on all steel imports and 10% on aluminum which is not easy to accept for Chinese steel and aluminum industries (Bryan, 2018) .
The American administration claims that the US depends too much on foreign countries for its metal, and as a result, they will not be able to make enough weapons and vehicles if a war should break out (Swanson, 2018) . In other words, the US gets a larger share of its steel, aluminum and other metals from other countries. If import of these goods are restricted, consumption of local steel and aluminum might rise along with more efficient use of resources, which generally means the empowerment of the whole industry resulting in the creation of more jobs and increase in income tax volume for the country.
In theory, imposing an additional financial limitation on foreign steel and aluminum is expected to mean that the US companies will buy local steel instead. Then, the cost of steel and aluminum can rise at the US markets as there will be less offers imported from other countries. Greater demand for the goods will push up the price which will result in more profit for the local steel makers.
The idea of protectionism might be good for the steel and aluminum industry, but when we look at other industries and the related consequences for them, we can see that such actions might affect other industries rather badly. For example, for all the companies that need raw materials from other countries, including car building and airplanes construction, such changes would only mean they will be blown by the costs rising up due to the response of other countries to the protectionism actions carried out by Trump. Eventually, this can lead to the increase in car prices and air ticket costs in the US as the spending in these industries (and some other) will go up. In such a way the idea of protectionism can affect much more people than initially expected -those working in the related industries and also those using products and services of these industries.
As we have mentioned above, China has imposed an additional tax on the US agricultural and industrial products --from soybeans, cotton and pork to planes, cars and steel pipes. China could also tax US technology companies, including Apple. It would be logical to assume that Apple, in their turn, would be forced to raise prices. So, in many ways, the very idea of American protectionism can affect millions of other consumers around the world since they also would have to face higher prices for the US-related products. Indeed, protectionism may boost the development of steel and aluminum industries in the US, but it may also change the prices for other products. This may result in retaliation on the side of other countries, in relation to the US.
Trade Deficit
Trade deficit has become one of the main reason behind the outbreak of this trade war. It means imbalances between how much a country buys from another country and how much it sells to this other country (Segal, 2018) . The US has a large amount of trade deficit with China, this deficit stood at about $375 billion last year which means that the amount of the US imports from China exceeds the export to China by $375 billion. And this fact clearly makes President Trump unhappy.
In total, the US trade deficit was $568.4 billion in 2017, thus increasing from $504.8 billion back in 2016 (Aversa, 2018) . It exported goods and services for $2.329 trillions while importing only for $2.895 trillion. Back in 2013, the deficit was $478 billion and it was considered to be very high, however, the deficit as of 2017 turned out to be much higher.
One of the reasons for this is that USD becomes stronger, and strong dollar, in turn, makes export more expensive and import cheaper (Econ, 2017) . The highest deficit was recorded in 2006 and it was $ 762 billion. Compared to this, the trade deficit as of 2017 was less which means export grows faster than import, at least as compared to 2006. This is a good sign for the US market of jobs and many local businesses; still, the deficit as of 2017 is still quite high.
It would be worth noting here that automobiles and consumer products are the primary drivers of this trade deficit. Back in 2017 the US imported TV sets, clothing, generic drugs and various household items for the sum of $602 billion while exporting only for $ 198 billion of consumer goods (Sahadi, 2017) . When it comes to the automobile sector alone, the US export only $158 billion worth of automobile and parts while importing $359 billion in total (Long, 2018) .
Thus, it comes as no surprise that the President Trump wants to reduce the deficit and is favoring protectionist measures. To be able to reduce this deficit, he plans to control imported goods from other countries by imposing more tariffs on them so that to boost local industries and companies in their export activities. The core aim here is to reduce the imbalances between exports and imports of goods which will result in job growth and increase in revenues in the United States of America.
OBOR
Chinese President Xi Jinping also has most ambitious foreign policy vision and economic initiatives. One of them is known as the One Belt One Road (also known as the Silk Road Economic Belt, or the 21st Century Maritime Silk Road). This programme has been long considered as one of the vitally important projects for the development of the whole Asia in terms of trade, infrastructure, investment and economic corporation overall.
The United States have been a superpower for a long time and in almost every field, economy and military sector in the first place. However, despite of having very much different economic principles, China today is also implementing its global strategy and is seen by many as an emerging superpower challenging the role of the US.
First of all, Trans-Pacific Partnership, a trade partnership initiated back in 2015, is strategically used today by the United States as a leverage in Asia-Pacific cooperation as long as Asia-Pacific policy of the United States is counterbalancing China's rising power. The Belt Road Initiative may become one of China's strategies extending its political influences by investing in them and thus connecting them globalwide, except for the United States. Moreover, TPP is already affecting quite positively through its economic advantages, while BRI might soon become Chinese winning strategy in this fierce competition.
Secondly, the Belt Road Initiative can effectively weaken the United States economically. China is an emerging market of a truly global scale globally and there are many strategies behind its huge project called BRI. For that, United States is strongly opposing this initiative because it will surely become a threat for them, and sooner than expected.
Last but not least, BRI may have a significant effect on the ongoing trade war between the United States and China. We are of the opinion that the whole trade war from the very beginning has the key intention to slow down China's emerging economic influences upon the neighbouring and other regional countries.
Political Conflicts
The ongoing trade war will have many impacts on international markets across different economic sectors. 25% tariff on steel imports to the US will affect all the countries which import steel to the US; mainly Canada, Brazil and South Korea, and also European countries and Russia (Figure 1) . Therefore, effects from this recently tariff will definitely impact Canada, many EU members, South Korea and Russia, whereas the end consumers of steel and aluminum back in the US will face much higher pricing.
Intellectual Property Theft
Another interesting reason for this trade war is because the US wanted to retaliate against China for their improper intellectual property practices. According to the IP Commission Report, it has been relatively recently estimated that the costs due to the theft of trade secrets and IP rights can be as high as $600 billion annually (Update to The IP Commission Report on The Theft of American Intellectual Property: Reassessments of Challenges and United States Policy, 2017). For years, the US claimed that many trade secrets of its own as well as unique technologies were stolen by China (Board, 2018) . Therefore, today's trade war can be considered as some sort of retaliation following the numerous concerns about Chinese intellectual property theft. In this context specifically, the key motivation of the US concerns national economic security in its long-term perspective.
Timeline of the US-China Trade War and the Current Actions
The ongoing US-China trade war started in 2018, and its timeline was briefly as follows (Trump tariffs: the US escalates trade threats to China, 2018):
January 2018: the US government announced new tariffs on the import of solar panels and washing machines;
March 2018: the US government announced that it is planning to impose 25% tariff on steel and 10% on aluminum imports; April, same year: China retaliated back by announcing tariffs' rise (from 15% up to 25%) on the US imports; 6th of July 2018: the US administration confirmed they were seriously planning to impose 25% more on the tariff on steel imports and 10% for aluminum imports. This radical change immediately affected around $34 bln of Chinese products. By many, this was seen as the only real cause why President Trump has started this trade war; 10 July 2018: the US announced again they will impose a 10% tariff on US$200 Bn of Chinese-made products (quite a wide range of products, from food to electronics). This announcement came into effect as of 30 August 2018 (China's response to the trade war can hit US technology industry where it hurts most, 2018).
The next and quite logical step in the trade was currency war. As of YTD 2018, Chinese yuan value is decreasing significantly to 6.80 per 1 USD (Kuen, 2018) . This brings along the financial impact on the entire market. Other Asian countries also encounter great difficulties and financial pressure because all their central banks are strongly dependent on China, through various financial mechanisms and tools.
Products impacted have been mainly from the US & China. The effect from Chinese tariffs has been especially serious for the aircraft, other vehicles, textiles and apparels. On the other side, in Chine the effect from the US tariffs became a serious problem for machinery, electrical equipment, chemicals and metals (Trump tariffs: the US escalates trade threats to China, 2018). Political System. On the one hand, the US is the oldest continuous democracy in the world (Lawrence, Martin, 2012) It also has the federal government which is managing the country as a democratic republic. Legislative, executive and judicial branches comprise the infrastructure of this government.
Comparative Analysis between the US and China: Political Economy Portfolio
On the other hand, China is practising the monopoly on power imposed by the Communist Party (Lawrence, Martin, 2012) . Such traditional for many Western countries notions as multi-party system, shared power, federal system etc. are not accepted by the party as such.
Obviously, these two political systems are vastly different in both fundamentals and management principles.
Economic System. The Americans adopted capitalism as the core of their economic system from the very first day of their country's functioning. China has opted for the command economy. In simple terms, American economy is based on privately owned enterprises, while publicly owned government enterprises form the basis for Chinese command economy.
Unemployment Rate. Table 1 clearly shows that the rates of unemployment in these two countries are not much different between. However, types of unemployment are very different (structural, cyclical etc.) GDP. China production is much smaller if measured through GDP. This is not surprising at all since the US is still the world leading economy with no visible competitors as of today.
GDP growth rate. Since China is still considered to be an emerging market, thus, its growth rate is significantly greater than that of the US market which is already mature.
Gross National Income. It is larger in the case of China, however, the difference is not that significant. Both countries demonstrate quite impressive productivity.
Military Strength Rating. Not much difference is seen between China and the USA. Trade. As of today, the trade deficit is over 300 billion USD. It became the key reason for the current trade war.
Conclusion
Today's trade war is obviously affecting both the US and China as well as several other, related countries. There is a lot of retaliation on both sides, some of the third parties are also trying to react accordingly. Russia, for example, has managed to gain some benefits from this trade war. If negotiations do not end in any meaningful result, satisfactory for both sides, the US and China will soon be removed from the -league of superpowers‖. Moreover, they can be easily substituted by such countries as Russia, Japan etc. As of today, several actively developing countries already demonstrate the ambition to become the world leading economies.
Moreover, other impacted countries could come up with some alternative decisions in the attempt to fight/prevent the negative consequences from this trade war for their own economies. For example: (1) monetary policies in relation China's exporters could be radically changed; (2) traders may choose other ways, excluding China from their operations as such; (3) the US may become able to import goods to China through various intermediaries from other countries etc.
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